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The Australian Economy 


The Australian Treasurer, Mr. H. E. Holt, speaking 
in Parliament on November 15, said that a study of 
Australia’s over-all economic situation showed that cer- 
tain corrective measures were necessary. Some of these 
measures had been decided upon at the time of discus- 
sions relating to the budget introduced in August 1960 
(see this News Survey, Vol. XII, p. 482). He said that 
Australia’s overseas reserves have been falling quite 
rapidly in recent months, imports are still high, exports 
are somewhat lower than last year, and capital inflow 
appears to be continuing at much the same rate as for 
some time past. He emphasized that Australia is well 
placed to stand the fall in reserves which seems likely 
to occur in 1960-61; its funds overseas are still more 
than £A 400 million and, in addition, its drawing rights 
with the International Monetary Fund total more than 
£A 200 million. Nevertheless, he said, Australia must 
conserve its reserves and, in order to do this, there 
must be a reduction in domestic demands. 


The Treasurer pointed out that there are serious labor 
shortages which are hampering production and helping 
to force up costs and prices. Excessive spending is pro- 
viding scope for much speculative activity in land and 
building and, until quite recently, in stocks and shares. 
He remarked that the excessive demand for resources is 
most evident in certain sectors; building 1nd the motor 
vehicle industries are conspicuous examples. The meas- 
ures now in force will, no doubt, continue to exert 
restraint, but there is no reason to expect that they will 
have any greater effect on the booming industries than 
on others. Thus, the Government has decided to rein- 
force the current measures in certain ways. 


Mr. Holt remarked that not only has money been very 
plentiful but it has been turning over more rapidly than 
in former times. Both these tendencies must be checked, 
but in doing so a selective approach is appropriate so as 
to safeguard those activities—especially industries pro- 
ducing for export—which must be encouraged to 
expand. Also, the excessive flow of funds, through the 
so-called “fringe” institutions, for hire-purchase and 
other sorts of consumer credit, for land and real estate 
activity, and for speculative activity must be reduced. 
Activity in the building and motor vehicle industries 
must be slowed down. 

So far, the efforts of the authorities to reduce liquidity 
have been largely offset by a large increase in bank 
lending on which they had not reckoned. For some 


months the Government and the Reserve Bank have 
wanted a slowing down in the growth of bank advances. 
The Reserve Bank has issued requests to this effect, and 
it has kept a tight hand on the liquid reserves of the 
banks through the statutory reserve deposit mechanism. 
The techniques used have failed, however, to bring 
about the desired results; bank advances have risen 
by £A 150 million, or 15 per cent, thus far during the 
current calendar year. The prime objective must be to 
halt the rise in new bank advances and to reduce the 
total outstanding in the coming months. 


The Treasurer said that the maximum rate on bank 
overdrafts will be raised from 6 per cent to 7 per cent 
and the permitted average rate on all types of loan 
will be raised from 5% per cent to 6 per cent. The 
Reserve Bank will request the banks to use these rates 
selectively, with preferential rates below the average 
for export producers and higher rates for such purposes 
as imported stocks or speculative or financial dealings. 
Rates paid by banks on deposits will be increased in 
order to help to reduce the flow of funds to the “fringe” 
institutions or financial intermediaries. He observed that 
the problem of how to regulate the activities of these 
bodies is a large one, especially in view of the limi- 
tations upon the Commonwealth Government’s consti- 
tutional powers in this field. He foreshadowed the 
introduction of legislation that would limit the ability of 
the “fringe” institutions to deduct the full amount of 
interest they pay as a business cost in arriving at their 
taxable income. He emphasized that this action is 
regarded only as a holding operation pending develop- 
ment of a more comprehensive and detailed scheme for 
regulating these institutions. He also foreshadowed 
amendments to the tax legislation so that interest paid 
by companies on convertible notes shall not be deduct- 
ible for income tax purposes by companies that may 
issue such notes in future. 

Mr. Holt observed that in recent years life assurance 
companies have been placing an increasing proportion 
of their funds in commercial and industrial investments. 
The Government has decided to introduce measures 
that will lead to these companies investing a minimum 
of 30 per cent of their funds in securities of public 
authorities. He also said that it was proposed to increase 
the sales tax on motorcars and station wagons from 
30 per cent to 40 per cent, and the tax on motorcycles 
and similar vehicles from 16% per cent to 25 per cent. 
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The Governor of the Reserve Bank of Australia, 
Dr. Coombs, has requested that advances outstanding of 
the trading banks be reduced considerably by the end 
of March 1961. He said that, apart from some tempor- 
ary relaxation to meet the usual pre-Christmas with- 
drawal of cash by the public, pressure on the banking 
system’s liquidity will be maintained at least until the 
June quarter of 1961 when the seasonal strain of tax 
payments will occur. He listed some types of advances 
for which the trading banks had been asked to be 
especially restrictive, both in new lending and in review- 
ing existing commitments: holding of inventories, either 
of imported or locally produced goods; consumer credit 
by retailers; trade credit; building construction where 
social purposes, such as housing, are not involved; other 
capital projects, including underwriting or subunder- 
writing, particularly where large amounts are involved; 
investment in shares, unit and land trusts, and other 
financial dealings; real estate ventures, particularly those 
involving share sales on extended terms and those 
involving the holding of land for resale. 


On the day following the Treasurer’s statement, share 


IBRD Loan to Norway 


The World Bank on December 2 made a loan 
equivalent to US$25 million to the Kingdom of Norway, 
to assist further in financing the Tokke hydroelectric 


development scheme, the largest hydroelectric power 
project in Norway. The loan is for 25 years and bears 
interest at the rate of 534 per cent annually including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
November 15, 1964. 


Ten commercial banks in the United States and two 
banks in the Netherlands are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
about $1,840,000 representing the first six maturities 
which fall due between November 15, 1964 and 
May 15, 1967. The participating banks are Chemical 
Bank New York Trust Company, The Chase Manhattan 
Bank, The First National City Bank of New York, 
Bankers Trust Company, Central National Bank of 
Cleveland, Girard Trust Corn Exchange Bank (Phila- 
delphia), Brown Brothers Harriman & Co., Manufac- 
turers Trust Company, Grace National Bank of New 
York, J. Henry Schroder Banking Corporation, Neder- 
landsche Credietbank (Amsterdam), and the Nether- 
lands Trading Society (Amsterdam). The participation 
by the Netherlands banks is in Netherlands guilders. 


In 1956, the Bank made a loan of $25 million to 
help to finance the first stage of the Tokke scheme, 
which provided for the construction of a 400,000- 
kilowatt plant and transmission facilities (see this News 
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prices fell heavily, and although subsequently there was 
some recovery the market continues uncertain. The 
Financial Times reported a sharp fall in prices for Com- 
monwealth Government securities with the redemption 
yields at their highest point for many years; some short- 
term and medium-term issues were yielding nearly 
5% per cent to maturity. It is still too early to judge 
the effect of the proposed increases in the sales tax on 
motorcars, etc., but one or two companies have dis- 
missed a small number of their employees since the 
Treasurer's statement. According to the Financial Times, 
many hire-purchase companies have raised their mini- 
mum deposits on new motorcars to 20 per cent and 
have shortened the repayment period to three years. 
Sources: Commonwealth of Australia, Parliamentary 
Debates, Canberra, Australia, November 15, 
1960; Australian News and Information 
Bureau, Australian Daily News, New York, 
N.Y., November 15, 1960; The Times, No- 
vember 16, 1960, and The Financial Times, 
November 18, 24, and 26, 1960, London, 
England. 


Survey, Vol. VIII, p. 349); this plant will come into 
operation in June 1961, six months ahead of schedule. 
The new loan will finance the construction, about 
100 miles west of Oslo, of two more plants with a 
combined capacity of 410,000 kilowatts, together with 
an additional 200 miles of high voltage transmission 
lines. That part of the total cost (estimated at the 
equivalent of $58 million) which is not covered by the 
Bank loan will be met by the Norwegian Government. 
The works are scheduled for completion in the second 
half of 1964. 


The proceeds of the Bank loan will be made available 
to the Norwegian Watercourses and Electricity Board 
(NVE), an agency of the Norwegian Government, 
which is responsible for carrying out all government- 
owned electric power developments, and will engineer, 
construct, and operate the Tokke plants and transmis- 
sion system. The generating capacity of plants operated 
by NVE is now about 21 per cent of Norway’s total, 
and power is sold wholesale to the state railways, 
38 municipal or rural utilities in central and southern 
Norway, and 6 large aluminum and chemical industries 
which account for about half the sales. 


The Bank has now made five loans, totaling $120 mil- 
lion, to Norway. Two of the earlier loans were also for 
electric power expansion, and two were for general 
development purposes. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
December 2, 1960. 
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Withdrawal of Dominican Republic from IBRD and IFC 


The Government of the Dominican Republic has 
withdrawn from membership in the World Bank. The 
withdrawal took effect on December 1, when the Bank 
received written notification of the Government’s deci- 
sion to withdraw. At the same time, the Dominican 
Republic automatically ceased to be a member of the 
International Finance Corporation, an affiliate of the 
Baak. 

Neither the Bank nor the Corporation has made any 
investments in the Dominican Republic. In accordance 
with the Articles of Agreement of the Bank and of the 
Corporation, arrangements will be made for the repur- 
chase of the Republic’s shares of capital stock in both 
institutions. 


Source: International Bank for Reconstruction and De- 
velopment and International Finance Corpora- 
tion, Joint Press Release, Washington, D.C., 
December 2, 1960. 


Seventeenth Session of the GATT 


In their seventeenth session, held in Geneva from 
October 31 to November 19, 1960, the CoNTRACTING 
PaRTIES to the General Agreement on Tariffs and 
Trade (GATT) dealt with a lengthy agenda related to 
tariff and commercial policy questions. They examined 
and took note of the Stockholm Convention establishing 
the European Free Trade Association and of the 
Montevideo Treaty which will establish the Latin Amer- 
ican Free Trade Association. In each case it was felt 
that there remained some legal and practical questions 
which could be more fruitfully discussed in the light of 
experience of the operation of the Convention or Treaty. 
The CONTRACTING ParTies also discussed a report 
from the Commission of the European Economic Com- 
munity dealing with the activities of the Community. 
Other matters discussed included the CONTRACTING 
PARTIES’ program for trade expansion, particularly the 
work of the Committees dealing with agricultural pro- 
tectionism and with the difficulties facing the less devel- 
oped countries in expanding exports. 


A permanent Committee was established to push for- 
ward efforts to alleviate the adverse effects of sharp 
increases in imports over a brief period of time and 
in a narrow range of commodities, while continuing to 
provide steadily enlarged opportunities for trade. The 
CONTRACTING PARTIES took steps to apply more fully 
the GATT provisions relating to export subsidies, and 
to facilitate tariff reforms by certain countries. They 
also agreed to extend for one year the waivers allowing 
the imposition of import surcharges by Chile and Peru. 

In May and in October-November 1960 a GATT 


Committee conducted regular consultations with 14 
countiies applying import restrictions to safeguard their 
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balance of payments and monetary reserves. Some of 
the countries concerned were urged to reduce their 
restrictions and discrimination, to avoid any unnecessary 
adverse effects of the restrictions on trade, or to simplify 
their restrictive procedures and formalities; arrange- 
ments were made for the conduct of some 12 similar 
consultations in 1961. During the session, the Con- 
TRACTING ParTiEs also reviewed procedures for dealing 
with any new or increased use of import restrictions, 
deciding that the establishment of the Council (see this 
News Survey, Vol. XII, p. 415) and continuing close 
cooperation with the International Monetary Fund 
would enable a consultation on any new restrictions or 
substantial intensification of restrictions to be instituted 
without delay. In addition, the CONTRACTING PARTIES 
made provision for the notification by countries of 
residual restrictions, i.c., those maintained. after the 
country has emerged from balance of payments diffi- 
culties. The existing GATT procedures for dealing with 
such restrictions were clarified. Restrictions of this type 
maintained by certain countries received specific atten- 
tion during the session. 

Source: GATT Press Release, Geneva, Switzerland, 

November 28, 1960. 


Europe 


U.K. Reserves 


The United Kingdom’s reserves of gold and convert- 
ible currencies rose by £10 million in November; at 
the end of the month they totaled £1,131 million. The 
Financial Times comments that this is a moderately 
favorable result for a month during which sterling con- 
tinued under seasonal strain, but not as good as in 
October. The flow of short-term funds to London may 
now have slowed down, but it was more than enough to 
offset the United Kingdom’s apparent deficit on current 
account and the continued drawing on reserves by sev- 
eral sterling area countries. The Financial Times points 
out that the United Kingdom has to pay another 
£66 million on the North American loans in December. 


In the third quarter of the year total overseas sterling 
holdings rose to £3,743 million, an increase of £129 mil- 
lion in the holdings of individual countries being offset 
by a reduction of £57 million in the holdings of non- 
territorial organizations, mainly as a result of repur- 
chases from the International Monetary Fund. Total 
overseas sterling holdings thus rose by £72 million; 
U.K. holdings of gold and convertible currencies in- 
creased by £77 million. The sterling holdings of non- 
sterling countries rose by £226 million in the third 
quarter, following an increase of £180 million in the 
second quarter. In these two quarters holdings by resi- 
dents in North America (£133 million at the end of 
September) and in Latin America have each more 
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than doubled. At the end of September the holdings of 
Western European countries were £632 million, twice 
the amount at mid-1959. The balances of overseas 
sterling countries fell in the third quarter by £97 million, 
partly for seasonal reasons but partly because of the 
deterioration in the balance of payments of Australia, 
South Africa, and India. 

The Economist remarks that the sterling balances of 
the non-sterling countries are, for the most part, pri- 
vately held, although figures for the middle of 1960 
showed a notable increase in the holdings of central 
banks. The balances of overseas sterling countries, on 
the other hand, are predominantly held by official insti- 
tutions, and thus tend to be less sensitive to interest 
rate changes and more dependent on those countries’ 
balances of payments. 

Sources: The Financial Times, November 29 and De- 
cember 3, 1960, and The Economist, Decem- 
ber 3, 1960, London, England. 


Capital Investment in the United Kingdom 


One of the main conclusions of a report, Growth in 
the British Commonwealth, recently published by Politi- 
cal and Economic Planning, is that Britain has been 
investing a smaller proportion of the national product 
than many other countries and that the yield on the 
investments undertaken has been “disappointingly low.” 
The report is notable mainly for its switch of emphasis 
from the need for more investment in general to the 
need for more investment of a laborsaving type. The 
report observes that “as the expansion of the economy 
proceeds in the 1960's it will be limited by renewed 
shortage of labor before all the surplus capacity built 
up in the years of high investment since 1955 has been 
utilized.” It maintains that in the United Kingdom 
emphasis on investments that simply add to capacity 
will merely aggravate the tendency of surplus capacity, 
labor shortages, and inflationary pressure. 

Source: The Financial Times, London, England, No- 
vember 3, 1960. 


Belgium's Public Investment Program 


The Belgian Government recently submitted to 
Parliament its proposals for a 15-year public investment 
program providing for total expenditure of BF 200 bil- 
lion in the period 1960-74. Of this total, BF 150 billion 
will be invested at an average annual rate of BF 10 bil- 
lion, the investment in 1960 amounting to BF 7.6 billion 
and in 1974 to BF 12.3 billion; the remaining BF 50 bil- 
lion will be available for additional public investment in 
periods of low economic activity. Investment in roads 
will be BF 76 billion, in waterways BF 48 billion, in 
building construction BF 23 billion, and in urbaniza- 
tion BF 41 billion. An autonomous Public Works 
Financing Institute will be established to manage the 


financial aspects of the program. This Institute, which 
will replace the present Road Fund, will be authorized 
to issue bonds on the capital market. 

The Minister of Public Works stressed the importance 
of the present proposals as part of the government 
program for economic expansion; they will greatly help 
to step up the rate of increase in the national income 
of Belgium and will facilitate the country’s integration 
in the European Common Market. He insisted that the 
present program is necessary because public investment 
has been lagging behind in Belgium for a number of 
years; moreover, a long-term program will ensure the 
continuity of the investments and the best possible use 
of available credits. 

Source: La Libre Belgique, Brussels, Belgium, Novem- 
ber 24, 1960. 


Reduction in Agricultural Subsidies in the Netherlands 


The Netherlands Government reduced in October the 
prices guaranteed to farmers through the Agricultural 
Equalization Fund for a number of basic agricultural 
products. For example, the minimum guaranteed price 
for wheat was reduced from f. 31 to f. 30.5 for 
100 kilograms; sugar beets, from f. 54 to f. 51.55 for 
1,000 kilograms; and milk from f. 28.9 to f. 28.3 for 
100 kilograms. 


Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, October 20 and 27, 1960. 


Sources: 


Danish Government Loan in Switzerland 


A loan of Sw F 50 million (about US$11.5 million) 
to the Government of Denmark has been taken up by 
a group of Swiss banks. The loan will be issued at par 
and carry 442 per cent interest. It is for 15 years, but 
it may be redeemed in part or in whole after 10 years. 
The proceeds will be used to augment Denmark’s for- 
eign exchange reserves. 

Source: Borsen, Copenhagen, Denmark, November 26, 
1960. 


Capital Needs of Norwegian Industry 

The Norwegian Ministry of Commerce has expressed 
the view that pressure from industry to obtain funds for 
investment ill increase. Membership in the European 
Free Trade Association (EFTA) will necessitate a 
number of development measures, especially in domestic 
industry, which will increase the need for capital. These 
measures will broadly comprise (1) modernization, with 
increased specialization and standardization, in order to 
strengthen competitive capacity, (2) amalgamation of 
businesses and formation of cooperating groups, and 
(3) development of exports and frequently also the 
expansion of productive capacity to enable advantage 
to be taken of new selling possibilities and to offset any 
losses of ground in the domestic market. Compared with 
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corresponding industries in other EFTA countries, Nor- 
wegian domestic industry as a whole is still weak in its 
sales organization and in establishing markets abroad. 


An increase for these purposes in the capital em- 
ployed in industry will have to be financed partly by 
increased utilization of the enterprises’ own capital and 
partly by increased recourse to borrowing. The Ministry 
wishes to see a substantial increase in the amount of 
investment credit, of the right type, available to industry 
during the readaptation to freer market conditions. It 
considers that development of the Industrial Bank’s 
lending activities, and reorganization of the fund for 
new industrial development, are necessary steps toward 
a rational and sufficiently rapid reorganization of indus- 
try. The Ministry therefore proposes that the fund for 
new industrial development should be converted into a 
guarantee institution, which would underwrite on behalf 
of the Norwegian Government loans from the Industrial 
Bank and other credit institutions, for the purpose of 
financing industrial development, up to a total of 
NKr 50 million. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 17, 1960. 


Norwegian Loan from the United States 


The A/S Dalen Portland Cement Works in Norway 
has been granted a loan of US$4 million by the Bank of 
America; $2 million was provided on October 1 and the 
remaining $2 million will be provided on April 1, 1961. 
The loan is to be used to finance an investment program 
that the company has in hand. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 21, 1960. 


Industrial Expansion in Italy 


In the first nine months of 1960, industrial production 
in Italy, as measured by the index of the Central 
Institute of Statistics, was 17.4 per cent above output 
in the corresponding period of 1959. Production of 
electricity increased by 14 per cent and mining output 
by nearly 6 per cent. Expansion in the manufacturing 
sector was particularly sharp, production of rubber 
products increasing by 33 per cent, transportation equip- 
ment by 29 per cent, metallurgical products by 28 per 
cent, and mechanical and engineering products by 
22 per cent. The estimate for steel production in the 
entire year 1960 is about 8.1 million tons, and the 
number of automobiles produced is expected to exceed 
700,000. 


As a result of the industrial expansion and an increase 
in services, national income for 1960 is expected to 
show a sharp increase. Although agricultural income is 
expected to be 3.5 per cent less than in 1959, and there 
has been a slowing down in construction and public 


works, preliminary estimates of national income, in real 
terms, indicate an increase of 7.8 per cent over 1959 
and the highest figure for any year in the postwar period. 


Sources: 24 Ore, Milan, Italy, October 23 and Novem- 
ber 10 and 20, 1960; The Financial Times, 
London, England, October 26, 1960. 


German Monetary Policy 


On December 1, the Central Bank Council of the 
Deutsche Bundesbank, for the first time since 1959, 
decided to ease slightly the regulations concerning mini- 
mum reserve requirements. It had been decided on 
June 2 that increases in domestic liabilities subject to 
minimum reserve requirements above the average in 
the months March to May would be subject to the 
maximum reserve requirements permitted by law (see 
this News Survey, Vol. XII, p. 382). These special 
regulations have been abolished from December 1. 


In banking circles it is estimated that the practical 
effect of this measure will be small. After July 1, 1960 
the commercial banks experienced no increase in depos- 
its at first, and only a small one later on. Deposits at 
savings banks, however, which are also subject to mini- 
mum reserve requirements, continued to increase in the 
second half of 1960 and thus were mainly affected by 
the June 2 decision. Commercial banks which opened 
for business after July 1 were also strongly aifected. 


It is believed in banking and stock exchange circles 
that the recent decision of the Bundesbank was taken 
mainly in order to simplify the technicalities of mini- 
mum reserve requirements, but that it also involves a 
question of principle. The new measure is expected to 
free about DM 300 million from the minimum reserve 
requirements, which is taken to confirm the opinion 
that the Bundesbank intends gradually to revise its 
policy, particularly in view of the planned loan for 
development assistance. If German industry subscribes 
about DM 750 million of this loan in January 1961 as 
expected, these funds will flow at first to the central bank 
and thus will be neutralized from the point of view 
of monetary: policy, having practically the same effect 
as an increase in minimum reserve requirements. 


In an editorial, the Frankfurter Allgemeine Zeitung 
says that the practical effect of the new measures should 
not be overestimated. It appears more important that 
the Bundesbank has continued the “new look” in mone- 
tary policy which was begun on November 10 with the 
lowering of the discount rate (see this News Survey, 
Vol. XII, p. 571). Apparently the Central Bank Council 
has realized that the aim of the lowering of the discount 
rate, viz., a strong outflow of foreign exchange, will 
probably not be achieved as long as the Bundesbank 
continues its domestic tight money policy. Although it 
would be desirable for domestic reasons to continue 
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a policy of tight money, experience has shown that it 
is impossible to achieve both aims, cheap and tight 
money, for any length of time. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, December 3, 1960. 


Middle East 
Economic Developments in Saudi Arabia 


Crude oil production in Saudi Arabia in the first nine 
months of 1960 was 13 per cent greater than in the 
same period in 1959. Despite a cut in August of 
about 6 per cent in crude oil prices, revenue from oil 
in the nine-month period was greater than that a year 
earlier. For the year 1960, oil revenue is expected to 
exceed that in 1959 by about 10 per cent. The increase 
in revenue and a reduction in government expenditure 
resulted in an unexpected budget surplus of SRIs 200 
million (US$44 million) during the first half of 1960; 
the Government has since allocated this partly to social 
and economic development projects and partly to debt 
repayment. The currency shortage that prevailed early 
in the year was eased somewhat as the circulation in- 
creased from SRls 510-560 million in May-June to an 
average of SRls 595 million in September. The level of 
commercial activity has, however, remained generally 
low, and imports have continued to decline, partly 
because inventories of certain imported goods have been 
reduced. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 28, 
1960. 


Far East 


Indian Exports in 1960 


The 1960 export plan of the Indian Ministry of 
Commerce and Industry is likely to be upset by short- 
falls in three major items—cotton textiles, tea, and 
vegetable oils. Under an export program formulated in 
some detail for about 180 items, earnings of about 
Rs 6.50 billion (US$1,365 million) had been expected, 
compared with Rs 6.23 billion ($1,308 million) in 1959. 
It now appears that this year’s figure may not much 
exceed Rs 6.30 billion ($1,323 million). 


The setbacks are unexpected, except in regard to 
cotton textiles, for which high domestic prices have led 
to a diminution in orders. The main reason for the 
setback in tea is the poor crop in northeast India; 
exports of vegetable oils have been affected by the high 
prices of oilseeds. On the other hand, export earnings 
from jute textiles are expected to be higher in 1960 than 
in 1959, notwithstanding a decline during the second 
half of this year. A number of other items, including 


hides and skins and engineering products, have shown 

increases, but these are relatively small and the effect 

will be insignificant. 

Source: The Times of India, Bombay, India, Novem- 
ber 15, 1960. 


Thailand's Development Goals 

Thailand has announced that the Government’s six- 
year development plan to be initiated in October 1961 
will aim at an annual increase of 5 per cent in gross 
national product, compared with the present rate of 
4 per cent, and of 3 per cent in per capita income, 
compared with the present rate of 2 per cent. Agricul- 
tural production is to be expanded by an average of 
3 per cent annually, and industrial income is « be 
raised from 10 per cent of gross national product as 
at present to 12 per cent. Other’ development. goals 
include an increase in electric power generation to 
370,000 kilowatts by 1963, expansion of highway and 
railway facilities, and higher exports. 

Appropriations for economic development are ex- 
pected to increase from 19.5 per cent of budget expendi- 
tures in 1961 to 28.7 per cent in 1966. During the 
plan period, budgets may be increased up to 500 million 
baht annually, within the limitations imposed by con- 
siderations of financial stability. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 28, 
1960. 


Foreign Investment in Japan 

On November 10, the Finance Ministry relaxed the 
previous total ban on the use by Japanese industries of 
short-term foreign funds for working capital. For long- 
term capital, however, permission to use foreign funds 
will be given only on a case-by-case basis to reputable 
Japanese firms able to borrow at low interest rates for 
terms longer than six months but less than a year. 
Source: The Japan Times, Tokyo, Japan, November 11, 

1960. 


Exchange Rates and Decontrol Program of the Philippines 

The Philippine Government introduced on Novem- 
ber 28 the second phase of its gradual exchange 
decontrol program (see this News Survey, Vol. XII, 
p. 346). The effective exchange rates applying to most 
transactions were changed, and the margin fee was 
reduced from 25 per cent to 20 per cent. The free 
market exchange rate, which had been initially set at 
P 3.20 = US$1 on April 25, 1960 and appreciated 
to P 3.00 on September 12, was left unchanged at 
the latter figure. 

The changes in effective rates and in transactions 
taking place at different rates are as follows: On the 
buying side, the free market rate is now applied to total 
exchange proceeds from approved foreign investment, 
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from inward remittances of veterans and Filipino citi- 
zens, and from personal expenditures of foreign diplo- 
matic personnel, as well as to total proceeds from gold 
exports and tourism. For receipts from other exports 
and invisibles, 50 per cent of total proceeds are to be 
surrendered at the free market rate and 50 per cent at 
the official rate of P 2.00 = US$1. The free market 
proportion, which had been set initially at 25 per cent in 
April, was changed to 30 per cent in September. Thus, 
the effective mixing rate for these “other” receipts has 
been changed from P 2.30 = US$1 to P 2.50. (The 
September changes in the free market rate and the mix- 
ing proportion left the mixing rate unchanged. ) 

On the selling side, as a result of the change in the 
margin fee, the effective rate for payments taking place 
at the official rate plus the margin fee was appreciated 
from P 2:50:= US$1 to P 2.40. The rate for payments 
made at the free market rate plus the margin, which 
had originally been set at P 4.00 — US$1 and then ap- 
preciated to P 3.75 in September, further appreciated to 
P 3.60. Furthermore, the following changes were made 
in import restrictions: (1) The category of decontrolled 
items was expanded to include wheat grains, newsprint, 
and elementary and supplementary books; payments for 
items in this category will continue to be at the official 
rate. (2) The quotas for essential producer and con- 
sumer goods at the official rate were reduced to 50 per 
cent of previous quotas. The quotas for semiessential 
producer goods at the official rate were reduced to 
40 per cent of previous quotas. Imports of these goods 
in excess of quotas and all other imports will continue 
to be paid for at the free market rate. (3) For invisibles, 
Philippine Government expenditures, and other con- 
tractual obligations and sales of nonresident assets, con- 
tracted and/or authorized prior to April 25, 1960, 
payments are at the official rate. However, after the 
end of 1960, only Philippine Government expenditures 
falling within the budget for the fiscal year 1960-61 
(year ended June 30), remittances of foreign news 
services, and maintenance and tuition fees of students 
taking technological and scientific courses abroad will 
be at the official rate. All other invisibles will be at the 
free market rate. 

Sources: Philippine Association, Philippine Newsletter, 
and Philippine-American Chamber of Com- 
merce, Weekly Bulletin, New York, N.Y., 
December 2, 1960. 


Relaxation of Credit in the Philippines 

The Central Bank of the Philippines announced on 
November 21 a further easing of credit conditions (for 
earlier measures, see this News Survey, Vol. XII, 
pp. 385, 394, and 535). Reserve requirements against 
demand deposits were reduced from 19 per cent to 
18 per cent, effective immediately, and they are to be 
reduced to 17 per cent 30 days later and to 16 per 
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cent 60 days later. The Central Bank’s basic rediscount 
rate for commercial credits, which had been reduced 
from 6% per cent to 6 per cent on May 31 and 
to 5% per cent on September 6, was reduced to 
5 per cent, and the preferential rate applying to credit 
for industrial and agricultural production was reduced, 
for the first time this year, from 442 per cent to 
4 per cent. 
Source: Philippine-American Chamber of Commerce, 
Weekly Bulletin, New York, N.Y., December 2, 
1960. 


United States and Canada 


Restrictions on U.S. Foreign Aid Procurement 

On December 5, Mr. Herter, the U.S, Secretary of 
State, pursuant to the President’s directive of Novem- 
ber 17 (see this News Survey, Vol. XII, p. 581), 
instructed that purchases made under programs con- 
trolled by the International Cooperation Administration 
should so far as practicable cease to be made in the 
following countries: Australia, Austria, Belgium, Can- 
ada, Denmark, France, Germany, Italy, Japan, Luxem- 
bourg, Monaco, the Netherlands, New Zealand, Nor- 
way, the Union of South Africa, Sweden, Switzerland, 
the United Kingdom, and Hong Kong. 
Source: Department of State, Press Release, Washing- 

ington, D.C., December 5, 1960. 


Canadian Merchandise Trade 

Canadian exports exceeded imports in October for 
the fourth consecutive month. The Dominion Bureau 
of Statistics reported that the favorable trade balance 
of $30 million compared with an adverse balance of 
$13 million in October 1959. For the first ten months 
of 1960, there was a trade deficit of $69 million; this 
was $358 million less than the deficit in the same period 
of last year. Exports were 8 per cent higher than in 
the comparable 1959 period, and imports were almost 
| per cent lower. During the ten-month period, Canada 
had an export surplus in trade with practically all 
countries except the United States. 
Source: The Wall Street Journal, New York, N.Y. 

November 30, 1960. 


Latin America 


Venezuelan Import Priorities 

The Central Bank of Venezuela has advised com- 
mercial banks that in selling dollar exchange to cover 
imports they should give priority for imports in the 
following order: (1) perishable food products, (2) raw 
materials and related products for industry, agriculture, 
and the livestock industry, (3) machinery and equip- 
ment, (4) means of transportation, and (5) other 
products. 
Source: The Journal of Commerce, New York, N.Y., 

December 2, 1960. 
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Other Countries 


South African Import Policy for 1961 


The South African Minister of Economic Affairs 
announced on November 22 that, as a result of discus- 
sions by the Economic Advisory Council on the balance 
of payments outlook for the immediate future, the 
Government had decided on a measure of caution in 
the issue of import permits. No major change is contem- 
plated in the existing import control policy, but since 
permits for the import of consumer goods as well as 
raw materials and other goods were issued so freely 
during 1960, it has been decided to make advance 
allocations for 1961 on a lower level. 


Preliminary allocations for goods which are freely 
available from local sources—so-called Group B con- 
sumer goods—will be of the order of 25 per cent of 
basic allocations, compared with 40 per cent in 1960. 
For so-called Group A consumer goods—those goods 
which are not available in substantial quantities from 
local sources—as well as for raw materials and capital 
goods, the preliminary allocations will be fixed on the 
basis of 50 per cent of the permits issued in January- 
August 1960. As usual, further allocations will be con- 
sidered during 1961, and the reasonable requirements of 
importers of Group A consumer goods, raw materials, 
and capital goods will continue to be covered, taking the 
local availability of these goods into consideration. 


As far as automobiles are concerned—with the excep- 
tion of those above a value of £800 f.o.b., on which 
there is an import ban—import permits will continue to 
be issued on a sales replacement basis, but with con- 
sideration given to stocks on hand. 

Source: The Times, London, England, November 23, 
1960. 


Rhodesia and Nyasaland Loan 


The Federation of Rhodesia and Nyasaland has 
floated at 99 a 6% per cent loan of £6.5 million on 
the local market. The loan matures in 1980-85. Of the 
total amount, £3.5 million was subscribed by govern- 
ment funds and the remaining £3 million was taken 
up by the market within 1% hours. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., December 5, 1960. 


Fund Transactions 


In October, net drawings from the Fund's resources 
fell below $1 billion for the first time since March 1957. 
The December issue of International Financial Statistics 
reports that the figure at the end of October was 
$949,300,000; it had been $1,016,000,000 at the end of 
the preceding month. The total reached a peak of 
$1,907,000,000 in August 1958, following a series of 


large drawings beginning in December 1956 by the 
United Kingdom ($561,500,000), France ($393,700,- 
000), India ($200,000,000), and Japan ($125,000,- 
000), and smaller transactions by other countries. 

During October, the total was reduced as a result of 
repurchases equivalent to $83,170,000 by the United 
Kingdom, completing its repurchase obligation (see this 
News Survey, Vol. XI, p. 561), $7,500,000 by Argen- 
tina, and $2,400,000 by Colombia. Early in November, 
net drawings were further reduced by $131,085,000 as 
France completed its repurchase. 

Drawings were made during October by Argentina 
($7,000,000), El Salvador ($2,000,000), Honduras 
($1,250,000), and the United Arab Republic, Syrian 
Region ($5,375,000). 

The December issue of /nternational Financial Sta- 
tistics reports increases in the quotas of Afghanistan 
(from $10 million to $22.5 million), Burma (from 
$15 million to $30 million), and Venezuela (from 
$15 million to $150 million). At the end of the month, 
increases had been accepted by members representing 
94 per cent of total Fund quotas in effect on Janu- 
ary 31, 1959 (see this News Survey, Vol. XII, p. 89). 
The period within which members may act on increases 
proposed in their individual quotas has been extended 
to January 31, 1961. 

International Financial Statistics reports the total of 
members’ quotas on October 31 at $14,664,400,000. At 
that time, the Fund’s assets comprised $3,109,600,000 
of gold, $10,922,300,000 of national currencies, and 
$632,500,000 of subscriptions receivable. 


Corrigendum 


Vol. XII, No. 72, November 25, 1960, page 583, 
item “German Economic Developments”: In the fifth 
paragraph, the comparison in the first and in the third 
sentence is between the first three quarters of 1958 and 
the first three quarters of 1960; in the second sentence, 
it is between the first three quarters of 1959 and the first 
three quarters of 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore ay views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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